ABSTRACT
INTRODUCTION
The informal sector in developing countries is large, resilient and dynamic. It also occupies an important position in the overall development of an economy. The informal sector in Nigeria covers a wide range of activities; these include small and unregistered sole proprietor businesses and joint partnership businesses in the rural and urban areas.
The Nigerian informal sector has two major components -the economic and financial segment and the administrative/political segment. The economic and financial segment comprises large number of highly competitive but poorly capitalized small-scale operators and the informal financial institutions, which they have developed to sustain their businesses.
Informal finance consists of individuals, groups and associations that mobilize local savings and grant credits, mainly in cash and on principles which arc different from those of regular formal banking institutions and credit institutions. The essential characteristic of informal financial intermediaries and markets is that they are indigenous, more loosely organized, monitored and regulated than the formal financial system despite informal control they arc well organized with their own rules and discipline. They flourish in rural and urban areas; cater for both the rich and the poor workers, professionals and people with and without a regular income (Ojo, 1994; Ijaiva, 2002) Poverty in Nigeria is widespread and deep-seated. The worsening state of the economy has caused the middle-income to slide down to the lower income group, and available social indicator have confirmed the impending poverty situation on average Nigeria (FOS, 2004; Odita et al, 2006) . For poverty alleviation programme to be effective and sustainable, they must reflect a systematic understanding of the perception of the rural poor. The poor best understand poverty and it is the poor who must escape from poverty.
Thus, managing the resource base of rural communities presents an optional method for poverty alleviation.
The Nigeria Government as far back as 1971 had identified poverty as the bane of rural development in the country. Poverty was found to be a rural phenomenon with 8 .4million of the 10 million extremely poor people being from rural areas (World Bank, 1995) . The rural sector is made up of small-scale poor farmers, food processors, informal traders and other micro entrepreneurs who arc said to account for about twothirds of the population living in poverty. Most of the poor people are trapped in a vicious cycle of poverty, which can be broken by micro credit/informal finance. Thus pertinent literature reveals a vibrant debate on microcrcdit as poverty alleviation tool and a viable instrument of rural resource management (HuIme and Mosley, 1996; Johnson and Rogaly, 1997; Ogwumike, 2001; Hazel et al, 2001 ).
Thus from human development perspective, such a perception of managing resource of rural based communities presupposes that there is an access to training in efficient management and organizational practices as well as training relating to the acquisition and/or provision of productivity-enhancing skills and technology, all of which promote effective use of credit ( Robb, 2000; Christen et al, 1994; Richardson, 2001; Taimni, 1994) .
The new global call for sustainable development has coincided with an emphasis on efficient rural resource management in the decades of 1990s. Rural Poverty is one of the main symptoms or manifestation of under development and its reduction is generally considered synonymous with development of the affected countries. Thus as an area of research and action-oriented subject, rural resource management as an answer to poverty eradication is currently attracting varying degrees of attention (Anyanwu, 1997; World Bank, 2004 , 2005 Mead and Liedholm, 1998) .
Therefore the fact that because small-scale economic activities are largely concentrated in the informal sector, a dynamic link may be established with the development of local urban and rural markets and thereby with economic growth (Teszlcr, 1993) .
Furthermore, it may be argued that small-scale enterprise activities have impact on poverty alleviation insofar as they are primarily serving a lower-income bracket using dormant capital and indigenously available technology (Koishorn and Tomecko, 1992) .
Thus, the economic rationale presented above requires that support for these enterprises be effectively incorporated in development strategies ('Wilson, 2001; Teszlcr, 1993) , a point reiterated in recent United Nations report on microcredit and poverty. Given the link between this scale of enterprise activity and the informal sector, there is a need to address the fundamental socio-economic structural changes required to effectively incorporate this sector into the formal economy (Buckley, 1997).
Conclusively, thus, effective mobilization of informal sector savings should be given priority in view of the problem of increased number of people requiring credit and the need to channel financial resources into farming and the small enterprises development.
THE LITERATURE
In the light of the devastating nature of poverty in Nigeria, the issue of poverty and its reduction as a first step in rural resource management has been very topical over the years. The Nigerian economy began to experience recession from the early 1980's as a result of which she moved from middle level income and a developing industrial nation, Despite the growth of monetization and commercialization in the subsistence sectors, informal credit markets have remained important. This has been due to the maladaptation of formal financial policies, lack of innovative measures and instruments to integrate informal and formal markets, the often lower transaction costs of certain informal market intermediaries, coupled with the dynamism and other virtues inherent in the informal system. The essential characteristic of informal markets is that they are far more loosely monitored and regulated than formal finance markets (Odita et al, 2006) . Ogwumike (2001) noted that as in Nigeria, India has a well-developed system of intermediaries, lenders and borrowers in informal credit markets. They include indigenous bankers who take deposits loans; commercial financiers who mediate between customers and commercial financiers; and the rotating savings and credit associations (ROSCAs).
The informal markets are estimated to cover a large portion of the needs of rural and small produce. Interest rates may or may not be higher than the bank lending rates, depending on the type used. Whenever formal credit facilities are available, very small and rural enterprises may pay 10 per cent higher than formal bank rates. Thus, availability rather than cost of credit determines demand and supply of funds. The transaction costs and defaults rates of informal markets can, by and large, be lower than for commercial banks, as in Nigeria. Udry (1990) observes in many countries, ROSCAs, such as the esusu in Nigeria, play a prominent role in the informal system. ROSCA participants make regular periodic contributions; the sum collected being shared by each member in turn. Personal relationships are the dominant factor in the setting-up and functioning of these mutual aid groups, and they arc often based on village or ethnic origin, or consist of workers in the same trade area. There is a great deal of trust between lenders and borrowers, and social pressures reduce or eliminate moral hazards. ROSCAs display a high degree of flexibility and versatility. They fulfill the three functions of consumption, insurance and investment, the first two being more important.
Germidis (1990) stated that informal credit markets (ICMs) are generally complementary to formal market to both mobilize and allocate savings; they are characterized by a smaller scale of operations, which enables direct contact between borrower and lender. ICMs need to be carefully integrated into the overall capital market structure in order to be effective and efficient in providing services to the informal market and to smaller enterprises. It has been observed that past policies of financial depression and recent deregulation in Nigeria have led to the growth of informal credit institutions despite the growth of formal institutional finance due to financing problems such as an increasing number of borrowers and limitations to deposit mobilization. ICMs have met a large part of the requirements of small enterprises in urban and rural areas because of their ability to assess risk, ensure repayment and achieve lower loan transaction costs.
METHODOLOGY

Method
A field survey using the instrumentality of a structured questionnaire and an in-depth interview as conducted to generate a wide range of information on issues bordering on operations of indigenous/informal/micro financing. For the purpose of data collection, systematic random sampling was used to select from 200 daily thrift collectors (Adashi/Alero) in sixteen districts of the territorial region of Delta North province in Delta State Nigeria. (As specified in Table 1 ). The activities of the 200 daily collectors cover 24,000 contributors across the region under investigation. These are active participants in the scheme.
Data Source
In addition to the use of secondary data, a survey aimed at generating primary data on 
Sample Selection Method
A stratified sample method was used in the selection of the respondents. To have an unbiased selection of samples the study area was divided into 4 geographical strataDelta North North, Delta North Central, Delta North East and Delta North South.
Through lucky dip, one rural community was chosen from each strata to give a sample of 4 rural communities (Illah from delta north north, Issele-uku from delta north central, Oko from delta north east and Ogwashi-uku from delta north south). In accordance to these sample units, a structured questionnaire was distributed to about 500 operators in the informal sector of each sample community (translating to a total of 2000 operators).
The issues raised in the questionnaire included; the background of the respondents i.e. martial status, educational status, employment status, household size and composition, income, consumption-expenditure, their membership and type of ROSCAs they belong, their monthly contribution to ROSCAs, the amount of credit collected from ROSCAs for various economic activities like for purchase of foods, for purchase of land, vehicle, machineries, house or building of a house, for finance of health care and education, other capital assets and the problems encountered as members of the ROSCAs in the last 24 months. Source: Odita et al (2006) 
Model Specification
Our empirical model for this study is functionally specified as: The survey took into consideration the diverse occupational base of the various contributors to the scheme. A breakdown of the occupational base of contributors is given in at lag 2 RO t+1  0 +  1 YA t-2 +  2 PA t-2 +  3 CE t-2 +  t-2 + ε t-1 ……… 2  0 is the regression constant,  1 s measure the regression co-efficient, u t-1 , is the VAR model error term Var(-2) and  is error term by apprior assumption to be normally independent and identically distributed with mean value o and variance 1.
The dependent variable (RO), rotating saving and credit is measured by the volume of mobilized finance in the rural communities. The independent variables YA, average income is measured by the average stream of income to rural contributors, PA, property assets is measured by the value of acquired properties (houses, land, vehicles etc) of contributors, and CE, consumption expenditure is measured by the average volume of consumption expenditure of rural contributors.
By the application of Engle and granger(1987) the model is to be tested using VAR to investigate the impact of Rural Rotating Saving and credit on the Welfare changes of rural dwellers is written as in the model below:
PRESENTATION AND INTERPRETATION OF RESULT
Model Estimation and Results
The data sourced primarily is analyzed electronically via the application of econometrics software (E-views version 3.1), the results of the analyses were shown in the tables as follows: The analysis revealed that the independent variables are statistically significant at 5% critical level. This is evidenced by the F-cal (3.11)>Prob(F-stat) value. However, interms of the individual variable significant at 5% level, the YA is statistical significant while PA and CE were statistically insignificant at 5% level test.
Table3: OLS result for model estimation
The degree of accuracy of the analysis is adjudged at 3 5.5% indicating low level of analysis and that the independent variables can only explain the dependent variable by 36% while 64% can not explain which could be captured by error, structural changes, condition of services and facilities among the rural dwellers. The correlation result show both positive and negative relationship among the variable. The estimated model revealed that there is relationship among the variables at 59.6%. In addition, a unit change in the independent variables ( YA, PA and CE) would result in 1203594%, 4.1% and 16948.63% change in RO respectively. This result indicated presence of serial correlation as the DW-test (2.29) is greater that dl and du value at 5% level and 3df.
Model Estimation Result is represented:
RO =  0 +  1 YA +  2
Table4a:
Breusch-Godfrey Serial Correlation LM Test: The series tested for serial correlation conform the data to be serially correlated by accept null hypothesis in the table2a LM test result. There is presences of unequal variance using table 2b and the model is stable and in functional form as revealed in table4c. The stationality test tables above revealed that the variables tested were not stationary at level for all critical value of 1%, 5% & 10%. The RO is statistically significant at order 2 for all critical level value, YA is significant in the ADF 2' order test at 5%, PA is significant at 2 order and CE is statistically significant at order2 at 5% critical value.
Cointeration Test: Long-Run Analysis
Hence, the variables are cointegrated then we apply unrestricted VAR model. To measure the level and degree of impact of rotating savings and credit on welfare of contributors, the Granger causality tests in the table7 revealed that YA, PA and CE granger cause the RO in the investigation of the study both at the short and long run effect.
Co-integration Results and Causality Test
CONCLUSION AND RECOMMENDATION
The empirical analysis using Johansen co-integration procedure have revealed a functional relationship between rotating savings and credit and average income, rate of properties acquisition and average consumption expenditure of rural contributors. The results of the estimated model revealed that income exerted more significant effect on growth of informal finance in the rural communities during the review period. The other two variables consumption expenditure and property assets, as shown by the result, have negative effect on growth of informal finance, this thus implies that they are drains to rural deposits. This revelation fits prior expectation in that income is an injection to informal finance deposit while consumption expenditure and properties acquisition are withdrawals from the deposit.
From this research study, it can be concluded that rural income constitute the most significant influence on growth of informal finance in rural communities. Therefore, it is thus recommended that there should be an aggressive improvement on the rural income base by defining a workable fiscal policy stimuli that is rural poor driven to enhance cash flow and create an incentive for improved mobilization of informal finance in Nigerian rural communities.
